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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLER 


Edward  Harrington 
Controller 


July  23,  1999 

Board  of  Supervisors 
City  Hall,  Room  244 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4689 

President  and  Members: 

The  Controller’s,^\udits  Division  presents  its  report  on  the  review  of  franchise  fee 
payments  San  Francisco  Thermal,  L.P.  (SF  Thermal)  made  to  the  City  and  County  of  San 
Francisco  (City)  to  use  its  streets  to  transmit,  distribute,  and  supply  steam  within  the  City. 
SF  Thermal  is  required  to  report  gross  receipts  and  pay  each  year  two  percent  of  the  gross 
receipts  from  the  use  and  operation  of  the  steam  franchise. 

Reporting  Period:  January  1,  1998  through  December  31,1998 

Franchise  Fees  Paid:  $116,122 


SF  Thermal  correctly  reported  $5,806,122  in  steam  gross  receipts  subject  to  the  City’s 
franchise  fee  ordinance  and  correctly  paid  $1 16,122  in  franchise  fees  to  the  City. 


Respectfully  submitted, 


Results: 
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INTRODUCTION 


On  April  29,  1993,  the  Board  of  Supervisors  approved  the  transfer  of  the  steam 
franchise  ordinance  from  Pacific  Gas  and  Electric  Company  to  San  Francisco 
Thermal,  L.P.  (SF  Thermal)  effective  July  2,  1993.  The  steam  franchise  ordinance 
requires  SF  Thermal  to  remit  to  the  City  and  County  of  San  Francisco  (City),  by  April  1 5 
of  each  year,  a total  of  two  percent  of  SF  Thermal’s  gross  receipts  subject  to  the  franchise 
fee. 

In  determining  the  gross  receipts  subject  to  the  City’s  franchise  fee,  SF  Thermal  applied 
the  formula  specified  in  the  Broughton  Act  to  calculate  the  gross  receipts  subject  to  the 
City’s  franchise  fee.  The  formula  calculates  gross  receipts  subject  to  the  franchise  fee  by 
multiplying  the  utility’s  total  gross  receipts  by  the  ratio  of  the  utility’s  investments  in 
transmission  and  distribution  to  the  utility’s  total  investments  in  the  utility’s  operating 
plant. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  our  review  was  to  determine  if  SF  Thermal  correctly  reported  its  gross 
receipts  for  the  period  from  January  1,  1998  through  December  31,  1998,  and  paid  the  City 
the  correct  franchise  fees  under  the  terms  of  the  steam  franchise  ordinance.  In  conducting 
the  audit,  we  reviewed  the  applicable  provisions  of  the  franchise  ordinance  and  a court’s 
decision  regarding  the  application  of  the  Broughton  Act  to  a utility’s  franchise  fees.  To 
determine  if  SF  Thermal  correctly  reported  its  annual  gross  receipts,  we  compared  the 
amounts  it  reported  to  the  City  to  the  amounts  SF  Thermal  recorded  in  its  monthly 
summary  reports  and  financial  statements.  We  examined,  on  a test  basis,  the  accuracy  of 
SF  Thermal’s  customer  bills  by  recomputing  the  amounts  billed  using  the  rate  schedule 
approved  by  the  California  Public  Utilities  Commission  and  comparing  the  recomputed 
amounts  to  SF  Thermal’s  monthly  summary  reports.  We  determined  whether  SF  Thermal 
paid  its  franchise  fee  to  the  City  in  a timely  manner.  In  addition,  we  determined  whether 
the  number  of  customer  accounts  recorded  by  SF  Thermal  was  consistent  with  previous 
years.  We  also  verified  the  components  of  SF  Thermal’s  investments  in  transmission, 
distribution,  and  operating  plant  by  comparing  the  assets  SF  Thermal  used  in  its 
calculation  of  the  franchise  fee  to  the  assets  recorded  in  SF  Thermal’s  financial  statements. 


CONTROLLER’S  AUDITS  DIVISION 


1 


AUDIT  RESULTS 


San  Francisco  Thermal  Correctly  Reported  Its 
Gross  Receipts  and  Correctly  Paid  Its  Franchise  Fee 

For  the  period  from  January  1,  1998  through  December  31,  1998,  SF  Thermal 

correctly  reported  $5,806,122  in  steam  gross  receipts  subject  to  the  City’s  franchise 
fee  and  correctly  paid  $1 16,122  in  franchise  fees  to  the  City. 

We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Kathleen  Lucey,  Audit  Manager 
Pablo  Payumo,  CIA 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
KPMG  Peat  Marwick 
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Controller 
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December  28,  2000 


Audit  Number  00019 


Board  of  Supervisors 
City  Hall,  Room  244 
1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4689 

President  and  Members: 

The  Controller’ s^udits  Division  presents  its  import  on  the  review  of  the  franchise  fee 
payment  that  San  Francisco  Thermal,  L.P.  (SF  Thermal)  made  to  the  City  and  County  of 
San  Francisco  (City)  to  use  its  streets  to  transmit,  distribute,  and  supply  steam  within  the 
City.  SF  Thermal  is  required  to  report  gross  receipts  and  pay  a total  of  two  percent  of  the 
gross  receipts  from  the  use  and  operation  of  the  steam  franchise. 

Reporting  Period:  January  1,  1999  through  December  31,  1999 

Franchise  Fees  Paid:  $137,014 


SF  Thermal  correctly  reported  $10,913,152  in  steam  gross  receipts  subject  to  the  City’s 
franchise  fee  and  correctly  paid  $137,014  in  franchise  fees  to  the  City. 

Respectfully  submitted, 


Results: 
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INTRODUCTION 


In  1975,  the  City  and  County  of  San  Francisco  (City)  granted  Pacific  Gas  and  Electric 
Company  (PG&E)  and  its  successors  a franchise  to  use  City  streets  for  installing, 
maintaining,  and  operating  underground  steam  pipes  to  facilitate  heating  and  other  such 
purposes  within  the  City.  On  April  29,  1993,  the  Board  of  Supervisors  approved  the 
transfer  of  the  steam  franchise  under  Ordinance  No.  418-75  from  PG&E  to  San  Francisco 
Thermal,  L.P.  (SF  Thermal)  effective  July  2,  1993. 

The  steam  franchise  ordinance  requires  SF  Thermal  to  remit  to  the  City,  by  April  1 5 of 
each  year,  a total  of  two  percent  of  SF  Thermal’s  gross  receipts  subject  to  the  franchise  fee. 
SF  Thermal  applied  the  formula  specified  in  the  Broughton  Act  to  calculate  the  gross 
receipts  subject  to  the  City’s  franchise  fee.  The  formula  calculates  gross  receipts  subject  to 
the  franchise  fee  by  multiplying  the  utility’s  total  gross  receipts  by  the  ratio  of  the  utility’s 
investments  in  transmission  and  distribution  to  the  utility’s  total  investments  in  utility 
operating  plant. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  SF  Thermal  correctly  reported  its  gross 
receipts  and  paid  the  City  the  correct  franchise  fees  under  the  terms  of  the  steam  franchise 
ordinance  for  the  period  from  January  1,  1999  through  December  31,  1999.  To  conduct  the 
audit,  we  reviewed  the  applicable  provisions  of  the  franchise  ordinance  and  interviewed 
staff  of  SF  Thermal. 

To  determine  whether  SF  Thermal  correctly  reported  its  annual  gross  receipts,  we 
compared  the  amounts  SF  Thermal  reported  to  the  City  to  the  amounts  SF  Thermal 
recorded  in  its  monthly  summary  reports  and  financial  statements.  We  examined,  on  a test 
basis,  the  accuracy  of  SF  Thermal’s  customer  bills  by  recomputing  the  amounts  billed 
using  the  rate  schedule  approved  by  the  California  Public  Utilities  Commission  and 
comparing  the  recomputed  amounts  to  SF  Thermal’s  monthly  summary  reports.  In 
addition,  we  determined  whether  the  number  of  customer  accounts  recorded  by  SF 
Thermal  was  consistent  with  previous  years. 

We  also  verified  the  components  of  SF  Thermal’s  investments  in  transmission, 
distribution,  and  operating  plant  by  comparing  the  assets  used  by  SF  Thermal  in  its 
calculation  of  the  franchise  fee  to  the  assets  recorded  in  SF  Thermal’s  financial  statements. 
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AUDIT  RESULTS 


SF  THERMAL  CORRECTLY 
PAID  ITS  FRANCHISE  FEES 

For  the  period  from  January  1,  1999  through  December  31,  1999,  SF  Thermal 

correctly  reported  $10,913,152  in  steam  gross  receipts  subject  to  the  City’s  franchise 
fee  and  correctly  paid  $137,014  in  franchise  fees  to  the  City  based  on  its  reported 
receipts. 


We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Grant  Novack,  Audit  Manager 
Edvida  Moore 
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